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In Developing Hemisphere-wide Free Trade Zone
by Erika Harding
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Published: Thursday, May 13, 1993
On May 3, senior officials from the Clinton administration delivered a series of speeches to the
Council of the Americas in Washington. The speakers included Deputy Secretary of State Clifton
Wharton, Treasury Secretary Lloyd Bentson, Chairman of the President's National Economic
Council Robert Rubin, and Assistant Secretary of State for Inter-American Affairs Bernard Aronson.
The conference called "Latin America and the US: the Clinton Administration's Agenda" marks a
turning point in US-Latin America relations, since it clearly defines the new US administration's
guiding policies toward the region. In general, the speakers stressed Latin America's economic
importance to the US, and emphasized the Clinton administration's commitment to carry forward
former president George Bush's proposal for a hemisphere-wide free trade zone, beginning
with the North American Free Trade Agreement (NAFTA). "Today, the Americas are vital to our
international economic strategy," said Wharton in his address, which was delivered on behalf of
Secretary of State Warren Christopher, who authored the speech. "No region in the world is doing
more to liberalize trade with us and no region is better suited to join us in economic partnership
than Latin America." Added Bernard Aronson in his address: "Latin America has never been more
important to the US than it is today, and the US has never been more important to Latin America."
Following are selected excerpts from both Wharton's and Aronson's speeches, including a short
question and answer session between Aronson and Council of the Americas participants. (For
additional excerpts of Wharton's speech, see Notisur 05/14/93.) DEPUTY SECRETARY OF STATE
CLIFTON WHARTON, JR.: "...First allow me to express Secretary Christopher's disappointment
that he could not be here. He had wanted to speak to you personally and assure you that the US
partnership with Latin America and the Caribbean is among this administration's highest priorities.
I'm delivering the secretary's speech and he asked me to be sure that you understand that these
are his words... Our marching orders from the president are to engage with Latin America and the
Caribbean to strengthen democracy and expand prosperity for all our citizens to share. Too often
in our history, we have turned our attention to Latin America in times of crisis, and we have turned
our back when the crisis passes. That is shortsighted and self- defeating. This administration will not
make that mistake. President Clinton is committed to forging a true partnership of the Americas, a
Western Hemisphere community of democracies, to strengthen democratic institutions, to defend
human rights, to fight for social justice, to support economic reform and free markets, and to protect
the environment. And let there be no doubt: we will build a hemisphere of free trade. Our interests
in the hemisphere are mutual, and the benefits flow both ways. When our neighbors prosper, they
buy our exports and our job base grows. When democracy is strong in the Americas, together we
are able to address the problems we face and seize the opportunities we share. Change in Latin
America today often comes from inspired leaders: from men like Presidents Salinas and Menem
who have led the most dramatic economic reforms their societies have ever seen; and President
Aylwin, who is promoting economic growth and fighting poverty. Change also comes from the
work of the Salvadorans and the Nicaraguans in all walks of life who are working to reconcile
their people and rebuild their countries. It comes from voters, political activists and election
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workers who have placed their faith in electoral processes and made them work. And it comes from
entrepreneurs, whether street vendors or major investors, who are taking risks, creating new jobs
and lifting people's lives. This is the generation in Latin America which established democracy
as the only form of government acceptable to the people. Now this generation must show that
democracy will attack the daunting problems which remain: that it will stop political violence and
safeguard human rights; that it will assure efficient and accountable forms of government; that
it will reduce poverty and glaring inequalities of income; that it will address population growth
and protect the environment. Indeed, our common challenge in every part of the hemisphere is
achieving economic prosperity while advancing social equity. President Clinton and Vice President
Gore are leaders of this new generation. Under their leadership, the United States is committed
to working with our neighbors in the Americas to achieve these vital goals. Our task throughout
the Americas is to make democracy work for ordinary citizens every day, not just on election day.
And that job begins with economic policies that put people first here at home and throughout the
hemisphere. There is no longer a distinction between sound domestic and sound international
economic policies. President Clinton's budget proposals are a more serious and comprehensive
program to cut the deficit than anything Washington has seen in a long time and they deserve
your support. Already the reduction in long-term interest rates that has taken place in response
to these proposals has saved for American businesses, consumers and homeowners. And that
same reduction will save Latin America $2 billion in debt service in the course of a year. The more
the president's program works, the more it will benefit our economy and those of our trading
partners to the south. Our international economic policy is designed to expand global trade and
prosperity, enlarge export opportunities for our businesses, and create jobs for our workers, as the
president said in his American University address in February. We will work to eliminate trade
barriers, ensure fair competition for our businesses, and spur growth and prosperity abroad. The
jobs of over seven million of our workers and one acre in three planted by our farmers depend
on exports abroad. For their sake, as the president has said, and I quote, `We must compete, not
retreat' in this hemisphere and around the world. Today the Americas are vital to our international
economic strategy. No region in the world is doing more to liberalize trade with us and no region
is better suited to join us in economic partnership than Latin America. The hemisphere is growing
again. In nearly every country, hyperinflation has been tamed, new private capital is pouring into
the region, modernizing former state enterprises, and trading in some of the world's newest and
most dynamic stock markets. Seventy-five percent of the new investment capital flowing into the
developing world today is going to Latin America. In country after country, the emergence of a new
middle class with growing purchasing power is creating new markets for exporters of US goods
and services. In fact, with Mexico modernizing, with Chile growing at 9 percent, with Argentina
enjoying a sound currency and high levels of investment, with Colombia preparing to develop the
world's largest new oil field, it is time to start talking about Latin American tigers. Last year, our
worldwide exports grew by 6 percent. In Latin America and the Caribbean, our exports grew by 17
percent, and there we had a surplus. Our market share is five times greater than that of Japan, and
growing every year. US exports to this hemisphere have more than doubled in the past five years.
This has created nearly 800,000 American jobs at higher than average wages, and each additional
percentage point of growth in Latin America generates 5 billion in new US exports and over 100,000
new American jobs. Clearly, what is good for the economies of this hemisphere is good for the
United States. Moreover, Latin America is opening its markets to US exports. This is a region where
we face relatively little entrenched resistance to open markets or lower tariffs. Instead, for the most
part, we are blessed with good, open and fair trading partners in Latin America. And as we move
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forward, we want to make sure that the smaller countries of the region, especially in the Caribbean
and Central America, benefit as well. In the last decade, economic reformers in Latin America cut
their tariffs dramatically and unilaterally. Maximum tariffs ran well above 200 percent in the 1970s
and 1980s. Today most countries are committed to lowering maximum rates to 20 percent. Our Latin
trading partners lowered their barriers because they recognize that this is the way to raise their
economies to competitive, prosperous positions in the global economy. The countries that have
gone furthest in trade liberalization, like Chile, have seen the largest growth, the greatest increase
in real wages for their citizens, and the biggest reduction in poverty. We are committed to build on
that progress and expand trading opportunities throughout the Americas. This is what we envision:
a community of Western Hemisphere countries linked by open markets and democratic values.
A North American Free Trade Agreement is central to that vision. For over half a century, every
American president, Democratic and Republican alike, has stood for closer economic cooperation
and for more open trade through the hemisphere, beginning with Mexico. Now the leaders and
people of Mexico are embracing historic reform, economic and political, to open their country to
the global economy. Through a North American Free Trade Agreement, the United States and
Canada have a once-in-a-generation chance to open up a new frontier of trade with our neighbor
to the south and we have a chance to make North American free trade and cooperation on labor
and environmental standards a model for the rest of the hemisphere and the world. Mexico is our
nation's fastest-growing export market. The economic growth of Mexico the nation with which we
share the longest land border in the world between a developed and a developing nation is good
for our nation's prosperity, and good for our security. Let me state clearly: a North American Free
Trade Agreement is in the overriding economic and foreign policy interest of the United States
of America. On behalf of the president, I also want to assure you that once parallel agreements
to strengthen protections for the environment and workers are completed, we will seek, and I am
confident that we will win congressional approval of NAFTA so that it can take effect next year.
President Clinton also intends to build upon NAFTA to expand trade further south. As the president
recently reaffirmed, after NAFTA we are committed to enter negotiations with Chile. Ambassador
Kantor will also seek to negotiate with other democratic countries in this hemisphere committed to
free market policies. Our global trading partners should know that we see free trade in the Americas
as a building block for a freer world trading system. This hemisphere is united in the desire to
achieve a successful Uruguay Round agreement by the end of the year. And I would note that the
United States stands today with the entire region through the OAS in calling for greater access for
our agricultural products to markets in Europe and Japan. We will continue to urge countries to
bring their investment laws and intellectual property protections up to world standards so that these
protections apply to domestic and international investors alike. This is not just a North American
agenda. Strong patent protections and sound investment regimes are the magnets that will lure new
investment and growth to this hemisphere. This administration will support and contribute to the
multilateral investment fund at the Inter-American Development Bank. We will also continue to
reduce our neighbors' official debt to the United States through an initiative that dedicates those
savings to environmental and child health programs. This region's free market reforms like those
elsewhere around the world are creating more than jobs and growth. They are also creating new
middle classes, and in that way unleashing new political forces and invigorating democracy. For
our part, we seek to promote prosperity, equity and liberty in the Americas in every aspect of our
foreign policy..." ASSISTANT SECRETARY OF STATE BERNARD ARONSON: this morning, I
would do so in two sentences. Latin America has never been more important to the United States
than it is today and the United States has never been more important to Latin America... Perhaps
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most dramatically, we share a common goal of reforming statist economies, opening up closed
markets, and promoting development and growth in undeveloped regions, and combatting poverty.
And here again I think the contrast of this hemisphere with the rest of the world is remarkable.
In Europe and Japan we continue to have to cajole and pressure, and urge our trading partners
to open up their markets to our agricultural products and services. In this hemisphere there is a
competition among the nations to unilaterally reduce tariff and nontariff barriers, to become part
of a larger free trade vision. Just five or six years ago, as most of you know, the average tariff in this
hemisphere was around 100 percent, and now both the Andean pact and CARICOM are committed
to a common external tariff of 20 percent. And the countries that have gone the furthest on the
path of reform, such as Argentina, Chile, Bolivia, Venezuela, and Mexico, have a tariff of about 10
percent. As a result of the structural reforms in this hemisphere the last decade is over, the region
sustained its second year of positive real growth in 1992. The net capital flows into this hemisphere
last year were $57 billion, which is ten times the level in 1989. Hyperinflation has been curtailed and
tamed in every country but one. Debt service, both as a percentage of exports, and as a percentage
of GDP has been cut in half in the last five years. And in the countries, once again, that have gone
the furthest on the path of reform, such as Mexico and Chile and others, real wages are rising,
unemployment is falling. Chile reduced unemployment by over 600,000 poverty by over 600,000
citizens. And the United States is the principal beneficiary of these great changes along with the
countries of Latin America and the Caribbean. As Secretary Wharton said, this is the fastest-growing
regional market in the world for US products. We now export more to Latin America than we do to
Japan. We have a 57 percent market share in this hemisphere compared to Japan's 11 percent. In
the last two years alone US exports have increased almost 40 percent in this hemisphere. In Mexico
our exports are increasing 18 percent a year and we have a trade surplus. 45 out of the 50 states
in this country export favorably, have a favorable trade balance with Mexico. Behind all of these
hopeful trends there are clearly continuing challenges and vulnerabilities. This is still a region, half
of whose people live in poverty, and almost 100 million of the citizens of the hemisphere would be
classified as indigent, meaning they cannot afford the basic food basket which averages in cost about
$120 a month. And there are enormous strains brought on by change, and by the great expectations
that democracy has aroused. And as Secretary Wharton said, the fundamental question hanging
over the hemisphere is can democracy deliver? Can economic reform deliver not only favorable
macroeconomic statistics, but upward mobility and an opportunity for the dispossessed to share in
a better life. There are enormous gaps between civilians and military that must be closed, between
rich and poor, between citizens of Spanish heritage and indigenous people. And yet all of the trends
are hopeful if we continue to engage, and I think that it should be of great comfort and optimism
to this organization and to the hemisphere to hear Secretary Wharton's clear message. And I think
the level of attendance by this administration at this conference, the acting secretary of state, the
secretary of Treasury, the president's special trade representative, the chairman of the National
Economic Council, all of whom will be talking to you today. I think if I listen to the hemisphere I
hear recurrent fears, as I heard 4.5 years ago, that somehow when a new administration takes office
they will, they will lose focus in Latin America. And I remember the same fears when we first took
office 4.5 years ago. But if you look at the signals this administration has already sent, it seems to
me they are all positive. The first signal clearly was a strong committed reaffirmation of the North
American Free Trade Agreement... But still I think it is up to more than the executive to send signals
to the hemisphere, and that is where the debate over NAFTA becomes so important. The decision
of the Congress on the North American Free Trade Agreement will be the most important signal
sent to Latin America and the Caribbean in the post-Cold War era. And we have an opportunity
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to cement in the most hopeful trends we have seen in 50 years, or we have a danger of undoing
and undermining those trends. I think that the debate in our own country is a healthy one. We
need to reestablish a consensus for free trade, not just with this hemisphere, but globally, and it is
wholly legitimate to debate and discuss how we can enhance environmental protection, strengthen
labor rights, prevent import surges from adversely affecting American workers. We need to fashion
effective tools to deal with the workers who are displaced. But when all is said and done, we need
to make a fundamental decision which is whether we're going to be part of the new world or we're
going to run away from it. Mexico has emerged as our second largest trading partner. As I said
before our exports are growing 18 percent a year and we have a steady trade surplus. The decision
to embrace free trade is more than economics. We will also permanently institutionalize the most
positive and constructive relationship between the United States and Mexico that history has ever
known, and we will send important ripples of hope throughout this hemisphere. All of the reformers
in Latin America and the Caribbean are betting their hopes not only on NAFTA but of an expansion
in free trade. And if we pass NAFTA and move on to Chile as the president is committed to do,
we will realize those hopes. If we make a tragic decision, which I don't believe we will, we will
undermine reformers throughout this hemisphere. And those reforms go beyond economic policy...
Q: We continue to refer to the flow of investment southbound, US exports are growing. Could you
comment on the reverse, coming back, because trade has to be a two-way flow. ARONSON: If you
look at the trends, certainly the imports are also growing. I think we have a net surplus with many
of the countries but the growth has been two-way, particularly with Mexico. I think the two-way
growth last year was probably something on the order of 65 or 70 billion dollars, and I don't think
you'd see the nations of the region pursuing trade liberalization or looking for free trade relations
with the United States if that wasn't the case. It's also the case and one of the hopeful signs in the
region is that intraregional trade is exploding. Guatemala and Mexico are trading at twice the levels
five years ago. The same is true with Argentina and Chile. A minister from Colombia was in to
see me about six months ago and said that five years ago there were five flights between Bogota
and Caracas a week. Now there are 35. So you also see a vast explosion of intraregional trade. Q:
There was no mention by Dr. Wharton of the Enterprise for the Americas. That has been received
quite well in Latin America and been acted upon and been a stimulus. But I was wondering what
your comments would be on its future and possible support in a new administration. ARONSON:
Well, I think the clearest test is the president's fiscal year '94 budget. The administration has asked
for funding for the debt reduction portions of the Enterprise for the Americas Initiative. They've
asked for virtually full funding for the multilateral investment fund which will be under the InterAmerican Development Bank, and they've recommitted strongly support for NAFTA. Those are the
three pillars of the Enterprise for the Americas Initiative and the administration is fully supportive
of all three. So I think that they're a bipartisan program that has enjoyed bipartisan support, is
clearly going to continue.

-- End --
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